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CONFIDENTIAL STATE 221144 

E.O. 11652: GDS 
TAGS: BENC, BR 

SUBJECT: MAJOR PROJECT: SIDERBRAS EXPANSION 

REF: RIO DE JANEIRO 3296 

1 . INITIAL FEEDBACK FROM U.S. DIRECTOR AT IBRD INDICATES 
THAT BANK HAS IN FACT RECENTLY COMPLETED APPRAISAL REPORT 
ON SUBJECT PROJECT. WE UNDERSTAND MAJOR FEATURE OF 
REPORT IS THAT IT FORECASTS CRS 1.4 BILLION IN COST 
OVERRUNS ON PHASE III UNLESS BRAZILIANS REDUCE SCOPE OF 
PROJECT. FURTHERMORE WITHOUT REDUCTION REPORT PREDICTS 
THAT CSN MAY EXPERIENCE FINANCIAL DIFFICULTIES. 

2. AS A RESULT OF BANK REPORT WE UNDERSTAND CSN HAS ASKED 
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EXPANSION PLAN AND TO MAKE RECOMMENDATIONS REGARDING 
REDUCING PROIECT SCOPE WHILE MAINTAINING GOB OBIECTIVE 
OF CONTINUING GROWTH IN STEEL SECTOR.CSN HAS ALSO HIRED 
BRAZILIAN FIRM TO ANALYZE MANAGEMENT STRUCTURE AND 
DECISION-MAKING PROCEDURES. 

3. WE ARE SEEKING ADDITIONAL INFORMATION FROM BANK AND 

UNTIL WE CAN REPORT IN MORE DETAIL SUGGEST POST USE 
CAUTION IN DISCUSSING MATTER WITH GOB OFFICIALS. 

HOWEVER WE WOULD APPRECIATE POST COMMENTS REGARDING 
HOW THIS LATEST DEVELOPMENT MIGHT AFFECT U.S. 

BIDDERS. 

ROBINSON 
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